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Introduction

1. On 23 May, Under Secretary of Agriculture Lodwick,
speaking at the conclusion of two days of talks in Paris with
Soviet trade officials, indicated that the US was willing to sell
Moscow more US grain than the 23 million tons already permitted
during the final year of the Long Term Agreement. He did not
state whether any restrictions would be placed on the terms of
-grain sales. Control over the terms of grain sales to the USSR,
however, remains a possible inducement to coonerative Soviet 25X1
behavior in the foreign policy arena.

Soviet Grain Requirements

2. In marketing year 1982 (July 1981-June 1982) the Soviet
Union will import about 45 million tons of grain. Because Moscow
needs to replenish stocks drawn down over the past three years,

we expect Soviet purchases to continue a%;gghigngﬁevel—~perhaps 551
40 million tons in marketing year 1983.

3. Moscow will not be able to solve its grain problem on
its own in the next several years. The new Soviet food program,
announced by Brezhnev at a Central Committee Plenum on 24 May,
calls for average annual grain production to reach 238-243
million tons in 1981-85 and 250-255 million tons in 1986-90.
With a grain crop of 158 million tons in 1981, production in
1982-85 would have to average about 260 million tons to reach
plan--23 million tons above the record crop of 237 million tons
in 1978.

4. A simple projection of grain output during the 11th FYP
--based on the 1960-80 trend--would indicate average production
of 226 million tons in 1981-85. But this projection is probably
too high unless the Soviets experience a period of above average
weather. Because the Soviets experienced unusually favorable
climatic conditions from the mid-1960s to the mid-1970s, a
projection based on 1960-80 trend is biased upward. With average
weather--and assuming no major technological breakthroughs--
annual production of 212 million tons in 1981-85 would be a more
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reasonable prospect. An average crop of this size would fall
more than 30 million tons below the total needed each year to
sustain Soviet meat and livestock programs and build up
inventories. Fluctuations in the year-to-year grain ‘crop would,

of couEgﬂiLgsuft in higher or lower demand in any particular
year. ’

Sources of Grain

5. The Soviet Union can satisfy most of its import
requirements from non-US sources. Global grain production has
been growing at a faster rate than consumption during the last
two crop years. This buyers' market is likely to continue.
Increased consumption awaits an economic recovery in the West,
and barring major weather setbacks in the next few years, the
availability of grain from non-US sources likely will increase.
Nonetheless, the United States will continue to be the dominant
force in the world grain trade. It still accounts for 60 percent

of the exports of coarse grain and roughly one-half of the wheat
that is traded.

6. The USSR currently has arranged for a minimum of 10
million tons of grain purchases per year under Long Term
Agreements with Canada, Argentina, Brazil, Thailand, and Eastern
Europe. Moscow can probably find an additional 20 million tons
of grain without turning to the United States. After total
purchases exceed roughly 30 million tons per year--or if the
Soviets need more corn than Argentina can deliver--they would
have to turn to the United States.

Possible US Options

7. Although Moscow might not be initially disposed to buy
any more than atsolutely necessary from the United States, we can
influence the terms under which all grain is purchased by the
USSR. Because of its unfavorable hard currency position, the
Soviet Union has been searching for eredit of up to two years
duration to finance grain purchases. Bankers are reluctant to
extend even one-year financing in the current unsettled climate
regarding lending to Eastern Europe and the USSR. 1In practice,
only a few small loans have been given for more than six months
duration.

8. The United States, by offering to extend three-year
credits under liberal terms, could offer the USSR substantial
help in easing the financial burden of a large grain import
bill. Alternatively, a restrictive US policy that discouraged
foreign governments from offering guarantees or concessionary
terms would be especially costly to the Soviets. A third,
middle-ground option might give implicit support to a return to
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business as usual, with the Soviets receiving commercial credits
at market rates but with longer maturities than are now being
offered.

9. Under the first, most liberal option the United States
could offer credits to the Soviet Union for grain purchases at
highly favorable terms--three-year maturities and an interest
rate of 11 percent. This rate represents the proposed OECD
consensus rate for the USSR and is currently about 3-6 points
below market. Sales under these conditions would allow the USSR
to substantially stretch out hard currency outlays. In order to |
implement such an arrangement, the US government would probably !
have to provide bankers with some element of guarantee and :
interest rate subsidies. With such a US policy in place the i
other grain supplying nations would probably quiekly offer '
similar arrangements to the USSR to maintain their respective
share of the Soviet market.

10. At the other extreme, the United States could even more {
actively than at present discourage foreign governments from )
offering any form of credits through offical channels. If the US !
could convince other governments not to underwrite Soviet grain
purchases, Moscow would have to rely solely on commercial
financial institutions for grain credits. In these circumstances
bankers, who take their cue from government policy, would be
reluctant to extend such credits and would demand high interest
rates--at least some percentage points over the London Inter-Bank
Offered Rate (LIBOR) which is currently around 15 percent.
Bankers would also nct be likely to offer maturities much in
excess of six-months. As a result, the costs to the Soviets of
their grain purchases would be increased, and the benefits acrued
from savings in hard currency would be short-lived.

11. The third option is basically one in which the market
determines the terms, with US policy neither actively supporting |
nor discouraging grain financing activities. With sueh a policy-

-which also might be viewed by the financial community as an

effort by the US to ease East-West tensions--bankers might be

more willing to extend credits to the USSR. The Soviets would i
probably be able to obtain interest rates close to LIBOR and one-

year maturities, longer than they are now receiving. Official ;
guarantees could be forthcoming from some countries in support of

their grain trade, but there would be little pressure to

subsidize such credits.

12. The effects of the possible options vary widely. The
savings to the USSR if the credit terms were liberalized could be

substantial. As shown in Table 1, Moscow might save almost $4
billion in hard currency during 1982-84 if it were able to obtain
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USSR: Costs of Financing Grain Purchases Under
Alternative Credit Terms

(Million US $)

‘ Total
1982 1983 1984 1982-1984
Grain Purchases '
Total value 6,300 6,300 6,300 18,900 §
Portion financed! 5,355 5,355 5,355 16,065
Option One? (Liberal credit terms) i
Total debt service 863 3,040 5,021 8,924
Repayments of principle 446 2,230 4,014 6,690
Interest 3 417 . 810 1,007 2,234 ;
Total outlays for grain 1,808 3,985 5,966 11,759 '
Option Two? (Restrictive credit terms) ‘
Total debt service 3,134 5,811 5,811 14,756 '
Repayment 2,678 5,355 5,355 13,388
Interest 9 456 456 456 - 1,368
Total outlays for grain 4,079 6,756, 6,756 17,591
Option Three® (Market determined credit terms) ’
Total debt serviee . 603 6,159 6,159 12,921
Repayment ; 0 5,355 5,355 10,710
Interest 9 603 804 804 2,211
Total outlays for grain 1,548 7,104 7,104 15,756

1 Assumes that financing covers 85 percent of purchases (assumed to continue at the
1981 level of 41 million metric tons at $154 per ton).

Assumes three-year credit terms and an interest rate of 11 percent, which is the
proposed OECD consensus rate for the USSR. Credits are drawn on 1 January and 1
June, interest is paid at the end of each 6-month period on the outstanding
balance at the beginning of the period, and repayments are made in six equal
installments, with the first payment falling due at six months after a loan is
made.

Grain purchases paid for in cash (15 pecent of the total) plus debt service. v
Assumes 6-month credit terms with an interest rate of 17 percent. Credits are :
drawn on 1 January and 1 June and interest is paid at the end of each 6-month

period on the outstanding balance at the beginning of the period. Loans are

repaid 6 months after they are drawn.

Assumes one-year credit terms with an interest rate of 15 percent. Credits are

drawn on 1 January and 1 June and interest is paid at the end of each 6-month

period on the outstanding balance at the beginning of the period. Loans are

repaid one year after they are drawn.
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liberal three-year financing terms rather than the terms that
would be available if market forces were allowed to function
normally (i.e., option 3.) On the other hand, the successful
implementation of the second option (i.e., harsher credit terms)
could add an additional $1.8 billion to the cost of Soviet
outlays for grain purchases under market determined conditions.

Possible Soviet Responses

13. A liberal credit package, or even a US policy of

letting market forces hold sway would probably evoke favorable

changes in the atmospherics of US-Soviet relations but would in

itself provide only slight leverage over Soviet behavior. It is
possible, nevertheless, that if combined with other carrots and

sticks, such a policy tool could induce the Soviets to moderate

their stance on some bilateral issues. For domestic political

reasons, however, the Soviets would strongly resist any publie

linkage between their behavior and US actions, as they did after

the Jackson-Vanik and Stevenson amendments were passed. [:::::::} 25X1

14. Moscow might respond positively to a grain deal in
several ways. It might be willing in return to improve the
climate for arms control discussions (but not to make major
concessions). A more lenient attitude toward some Soviet
dissidents could emerge, including ultimate disposition of
emigration for the Pentecostals. Increased emigration of Soviet
Jews and other minorities is another possibility. On balance,
however, offering more grain on easy terms is unlikely to lead to
significant amelioration of major outstanding political

differences. [:::::::]

15. If the US were to choose the second option, Moscow's -
likely response would be to increase its efforts to line up
guaranteed grain supplies under long-term agreements from non-US
exporters. Armed with the prospect of increased purchases as an
incentive, the USSR would attempt to drive a wedge between the US
and other Western grain exporters in order to undercut US
initiatives. The Soviets also probably would review harsher
credit terms as another example of US policy aimed at "economic
war fare." This, in turn, might cause them to retaliate by taking
a more aggressive posture in Namibia, Nicaragua, or other Third
World areas. At a minimum, they would more energetically seek to
alienate the US from its allies.

25X1

Other Considerations

16. Although potentially attractive to the Soviets,
liberalized financing is not essential to continuation of large
grain purchases. In the short run, the Soviets could sell gold
to finance some of the purchases. For example, in 1982 the
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additional hard currency cost of the second option as opposed to
the first is roughly $2.3 billion-~-equivalent to about 200 tons
of gold at current prices, or an amount roughly equal to sales
last year. DMoreover, the prospects for additional arms sales in
the Middle East also may be brighter after the recent events in
Lebanon. Finally, the savings to the Soviets are transitory
unless the value of new credits increases over time. (Compare

the differences in payments in the table for 1984 under all three
options.)

17. DMoreover, a policy of restrictive eredits would be very
difficult to implement. Given the buyers' market and their own
economic problems, governments of the major non-US grain

suppliers such as Australia, Canada and Argentina would be
reluctant to go along with any US initiative.

»
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U.5.-l.5.5.R. GRAIN AGREEMENT

£§sue

g The current U.S.-U.S.S.R. Grain Agreement will expire on

i Sgptember 30, 1982. The Administration must decide whethe
A warits a formal arrangemant (and, if so, what kind) to gowv¢
1.8.-U.S.5.R. grain trade after September 30,

I. Background

U.s.-U.5.5.R. Grain Trade prior to 1975. An unfavorable
climate, poor soil, backward tecnnology, and an extremaly
snefficient agricultural system make periodic crop failiuz
the Soviet Union 2 wirtual certainty. As a result, the
have, during tle last twenty years, importe2 increasing
of grain to usccommodate their domestic neads.

L £0]

Soviet purchases from the U.S. were relatively modest un’
1972, when the prospect of a major crop fallure prompted
tn buy, over a two to three menth perizd, 12 million mat
vons (mmt) of U.S. grain, including one-fourth »f the tgo
U.S. wheat crop. The coviets made their purchases quie®
early, before prices adjusted to the sudden increase in.
The Scviets also were able B2 capitalize on USDA's wheat
o subsidy program and & recently negotiated credit arrange
KS" These circumstances, 2as wall as the domestice aarket d4dis

o R caused by the massive grain purchases, led critics to
Lo s vy §.3. sales as the "great soviet grain robbery.”
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The U.S.-U.S5.S.R. Grain Agreement. The summer of 1973 °
! new reports of a looming Soviet crop failure. These re
] coupled with the desire to avoid a repeat of the 1972 4
; | prompted the Ford Administration to suspend grain sales
% 4 Soviet Union until an arrangament cculd be worked out @
H y vould prevent Soviet disruption of U.S. domestic markaet
|
-

guarantee U.S. farmers a reasonable sharo of the Soviet

|
The ensuing negotiations with the Soviet Union produces
agreement with the follouing provisions: '

2id e A7 i s aet
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Q The Soviets agreed to purchase 6 mmt of U.S. wheak and
- corn, in approximately equal proportions, during each of
the five ysars covered by the agreement;

*

o The Soviets can purchase up to 2 mmt moze of U.S. grain
during any year without consultations with the J.5.;

0 The U.S. agreed not to embargo exports of up to 8 mmt of
grain to the Soviet Union;

o

The Soviets are required to consult with the U.3. (to
determine a higher supply level) before buying more than
8 mmt of grain in any glven year;

o There is an escape clause for the U,S. in the event of a
major U.5. supply shortage;

o Soviet purchases must be made at nrevailing market prices
and in accordance with normal commercial terms.
o Tae

Soviets agreed to ship the grain under the terms of
the U.5.~-U.5.8.R, Maritinme Agreement;

o The Soviets are required o
and shipments as evenly as po
perioed,

Since the agreement, there has been greater stability in-warld
grain trade and in Soviet purchaZing patterns. Under the
agreemant, the U.S. has expanded its share of the Soviet
market {see Appendix). Over this period, Soviet demands forv
grain have increased more rapidly than their production,
resulting in a higher level of Soviet grain imports.

The Soviet Grain Embargo of 1980. On January 4, 1980, in
response to the Soviet military invasion of Afghanistan,
President Carter cancelled contracts for the sale of 13

.LJ«S mmt
of U.S. corn and wheat to the Soviet Union. The Y.S. also
denied the Soviets access to an additioral 3.5 mmt of grain

which had been offered to, but not yet purchased by, the
Soviets. TFinalily, shipments of soybeans, broilers, and some
other agricultural products were halted.

The Soviets were able to minimize the effects of tha embargo by
drawing down their grain stocks and by increasing grain,
soybean, rice, flour, and meat imports from Argentina, Canada,
Australia, and the European Fconomic Community.
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, The Soviets have since entered into ney long~term purchasing
agreamants with Argentina, Brazil, Canada, Hungary, ana
. Thalland, in an attemnt to diversify their sources of s

= s °u991}':
i resultlng in a declining share of the Sovizt market for U.s5.
| farmers,

In April 1981, President Reagan lifted the Soviet grain
envarg?. This was followed Ly an agreement in August to extend
the expiring U.$.-U.5.S.R. grain accord for an additional year,
through September 32, 1982, 1In October 1981, the U.S. offared
the Sowiets an additional 15 mnt of grain, raising to 23 mme
the amonnt of Uu.s, arain available to the Soviets during fisecal
y=ar 1342, To date, the Soviets have purchasz2d a total of
13.9 amt of U.S. wheat and corn.

- U.8, Banctions Against the Sovieks in the Aftermath of the
- Polish Declaracion of Martial Law. DiSCUSSi0ns concerning
aegotiation of a ney U.5.-U.S.S.R. long-term grain agreemen:z

wera under way within the Administration when the Polish
government dsclared a state of martial law in December 1931,
When ths Sovie% Union failed to respond to YU.S. urgings to help
restore basic human rights in Poland, the President annsunced a
runaba2r of sanctions against the Soviets, including postponemant
of negotiations on a new grain agreement and suspension of
negotlations on a new maritine adreement, :

II. Discussion
L ]

Soviet Import Demands. Soviet grain production has declineg
sharply during the past three years, after mors than z decade
of steady growth. Following a record crop of 237 mmt in 1378, .
the Soviet harvast fell to 179 mmt in 1979, 189 mmt in 1g8g, :
and reportedly to 158 mmt in 1981, nearly one-third below : :
target. To avoid massive shortages, the Soviets have inported :
more than 100 mat of grain since June 1979. puring the :

marketing year ending this June, Moscow i3 expected ta import a f
record 45 mmt of grain.

Soviet hard-currency outlays this year for all agricultural
cominodities ~- including grain, other feedstutffs, meat, sugar,
and vegetable oil —-- will Frobably reach some $12 billion, up
about $1 billion from last Year, and a sharp increase from the
roughly $8 billion spent in 1930, Altogether, food imports now

account for roughly 40 percent of total Soviet hard-currancy
purchases,

e
Even with a strong recovery

in domestic grain production,
Moscow will continue to impo

rt large amounts of grain, an

'
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estimzted 41 mmt of grain during the next marketing year
{Fuiy 1982-June 1983), The ultimate level of Soviet grain
imports durlng the next marketing year will depend on:

o The size of the 1982 Soviet grain Crop.
reduced its prolection for the 1982
| from 200 to 185 mnmt;

USDA recently
Soviat grain crop

| The extent to which the Soviets decide to maintain or
| expand livestock inveniories;

0 Hard-currency constraints. Increasing Soviet hard-
currency constraints or a deciszion bv YWestern bankers to

curtall short-term credits could hamper Moscow's import
intentions;

o U.5.-U.8.5.R, trading relations;

The extent to which the Soviets will allow increased
dependence on imported grains; and

Soviet port capacity. Currently Soviet grain import
capacity is 45-50 mmt per year.

Soviet officials recently announced amvitious preduction qoals
for grain and livestock for the remainder of the 1580s. They
also expressed their intention te reduce imports of foodstuffs
from capitalist countries. The history of Soviet agriculture,
however, suggests that achieving increasad livestonk production
goals will be extremely difficult if the Soviets reduce grain
imports.

~4.5.5.R. Grain Aareemen: in the Cnntext nf the World Grain

- -
- A
avkat,

i ft is doubtful that a long-term grain acreemant

betueen the Soviet Union and thez United States would nave much
effect on the total U.S. share of world graia trade during the
next marketing year.

However, the axistence or absence of such
an agreement is likely to have a significant impact on wurld
grain trading patterns in future years. I, by falling to
negotiate a formal trading arrangement, the Soviets wer
discouraged from satisfying their import demands in the U.3.
market, they would have to seek new scurces of supply. The
prespect of servicing a consistently large puyer, such as tha
Scviet Union, would prompt other exporting cauntries to Ffurther
increase their production. {Since tha 1980 Sovier grain
embargo, Argentina and Canada have increased their grain
production by roughly 25 percent.) This increased production
would compete with U.S. grain in world markets, reducing the

U.5. share of the growth in global grain trade.
°
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U.8. Forelan Policy Considecations. The U.S. is pursuing, and
encouraging its allies tc pursue, a genzral policy of economic
restraint with the U.8.$,R., bazed upon fair burden sharing in

the West., A goveramant-to~governmant agreement, especially sne
perceived as newly-negotiated,

; thakt promoktes grain exports,
wsuld bhe regarded as an exception to that policy.

; More specifically, negotiations with the
' an end %o on2 of the President’s measures
in responsa %o the Poland crisis, undercutting the general
rackage of Poland-related sanctions, and impling that the

situation there has irproved and that the U.S. is prepared to
adopt a “"business as usual™ stance, The Soviets could be
expected to promote this interpretation vigorously.

Boviets would signal
2gainst the U.S.5.R.

Resuning negotiations would conflict with the decisicn to
axtend extraterritorially sanctions on cil and gas equipment
and technology. 1In the absence of real changes in Poland,
resuming negotiations would undermina U.S. credibllity on
burden sharing and U.S. efforts *o induce its allies to
exercise restraint in credit and trade arrangements with the
U.5.5.R.

S

U.5. Domestic Considerations. The U.5. farm sector is
esperiencing serious economic hardships due to over—-abundant
grain supplies, high interest rates, and a cost/price squseéze.
Pressure is being applied on the Administration to provide
various forwms of assistance for Larmers, including paid land
diversions, export subsidies, increaszed food assistance

3¢

2, and
higher »rice surports,
All these programs entail substancial budget outlays and lead
te increased government interfersnce in agriculture. The
3a
-~

negotiation of a new long-term 4.5.-U.S,.5.R.
that gunarantees a larger share of the Soviet
farmaers is virtually the only cost-free,
the Administration can take to he
is also consistent with the ceatral feature of the Admini- ‘
stration's farm policy -- increasing agricultural exports., :
Farmers regard the U.S.-Soviet grain agreement issue as the

litnus test of the Administration’s commitment to the
agricultural sector.

grain agreement
market for U.S.
market—oriented step
lp the farm community. 71t

The U.5. maritime industry and labor share a common concarn :
over the arrangements for shipping grain from the U.S. to the

Soviet Union., 1In the absence of a new U.S.-U.5.S.R. maritima :
aqreement, U.S.-flajg vessels would be effectively preciuded )
from participation in carrying grain to the U.8.5.R. Such a '
developmant could have an adverse impact on the cooperation of
U.S. maritime’ labor in implementing any drain agreement,
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i TIl. Optioas .

. optfon 1: Allow the existing ¥.3.-U.S.S.R. grain agreement to
: expire witheaut mrovidinag for any formal agricultural

trading arrangemRant between the Fuo countries after
Sevtembar 20, 19892.

*
Cam.

Advantages:

. o Wouid be consistenZ with the President's policy of
: postponing negotiations on a new long-term grain
. . - agreement with the Sovists until there ware
A improvements 1n the Polish situation.

; © ©o. Could be presented as the Administ

tration’s attenmpt to
reduce government intervention in the international

marketing of U.8. ayriculitural products.

Disadvantaqes:

+] Weuld give the Soviets unrestricted access o the U.3,
grain market and could lead to disruption of the. U,5.
grain market if the Soviets vare te resume their:
errotic purchasing kehavior of the early 1970s.

| <] Tarmers would view lack of an agreement as eliminating
| chaiz chances for navimnising thelr sbare of arain

sales to the Soviet Union, and this would be perceivad
35 undermining the President's commitment to help
increase agricultural exports.

o Could lead to the lowest level of y.S. grain exports
under any of the options, and thus increase federal

outlays for agricultural price support and production
control programs.

o Would eliminate one more ongoing U.S.-U.S.S.R. tie,

and could affect the atmosphere of the upcoming U.S.-
Us8.S.R. summit,
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Bxtend the existing U.S.-U,8.5.R. grain agreemant
Y

for cne Year.,

Advantages:

Would maintain a formal trading arrangement that would
assure . U.S. farmers of some access to the Soviet
market and insulate domestic users from possible
Soviet disruption of y.s. markets,

Would continue the status
charge that the U.S. was n
Soviets in the absence of
situation.

Guo, thereby blunting the
aking a concession to the
an improvemant in the Polish

Would allow for a more vositive trade atmosphere with
the Soviets than there would be in the absence of an
agreement, and thus would lagve open the possibility
of entering into nesgstiations on a new leng-term grain

agreemant subsequent to an improvement in the Polish
situation,

Disadvantages: .

Would be perceived by U.S5., farmers as h

arming their
chances for maximizing their share of grain sales ta
the Soviet Unicn and thus yndernina the President's

commitment to help increase farm exports,
Could be perceived as a weakening of u
imposed against the Soviets as are
situation, and conflicring with the
sanctions on oil and gas equipment a

- 3. Banctisnsg
sult of the velisgh
recent decision on
nd technology.

Could underaine ongoing U.5. efforts to enlist the

support of its allies in restricting government
credits to the Soviet bloc.
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Optizn 3: Extend for two or more years the axisting

U.S5.~U.S.8.R. grain agrzement amended to provide
higher rmininum purchase requirements,

. v— . -—n

QAN B e T

Advantages:

e vould insulate domestic con

sumers from possible Soviet
disruption of 4.S. wmarkets

for a longer period,

) Would provide U.S. farmers
grain sales to the Soviet
the President’s commitment
exports.

with a larger share of
Unicon and thus demonstrate
to increasing agricultural

o Could proamote 4.3, foreign polic
increasing Soviet depen
the U.s.

y objectives by
dancy on grain imports Erom

Disadvantaqges:

o Would signal a Y.8. retreat from the sanctions imposed
in response to the Polish situnation and could undercut
our efforts to secure changes in tha policies of the
Jaruzelski regime. Co

o) Would undermine ongoing U.S. efforts to enlist the
support of its allies in resitriclting govarnment
2redits te the Soviet bloc.
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Opzinn 4: YNesotiate a tetelly new U.5.-U.S.5.R.

grain
agreancnc, -
! Such an agreement might includo four basic featursss

, 1. A minimum purchase level for the grains covered under

: the agreement. The minimum purchase level would be _
adjusted each year on the basis of a two-year moving ?
average of actual Soviet grain purchases.

“I‘N‘

2. A "prior consultation level® -- expressed as a

‘perc.ontage above the minimum purchase level —-

: beyond which the annual Soviet purchases could
not go, without prior consultation with the U.S.

w
e

A provision to encourage the Soviets to buy
valus~added agricultural products,

. e et —— e

4. A provision that any decision eon supply availability
abova the prior consultation level would require
commliments on both ‘sides to purchase and s=z11
specific amounts,

Advantaqges: -

0 Would achieve a greater integration of the U.S.

and
Suviet trading systems._

c Woul:d assure U.S. farmers a reasvnable share of the

Soviet market, based or actual levels of grain trade.

0 Would force the Soviets to be more forthecomning with
respect to trelr buying intentions., .
Disadvantages: :

o VWiould signal a U.S. retreat from the sanctions
imposed in response to the Polish situation, ang
could undercut our efforts to secure changes in the
policies of the Jaruvzelski regima.

0 Would require protracted negotiations that could
extend beyond the expiration of the current agreement.

o Wiould provide the Soviets much greater opportunity te
press for stronger supply guarantee provisians,
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U.S.-SOVIET GRAIN TRADE 1973-1882

Total~+USSR
Grain Imports
(mmt)

45.0

US Grain
Exports to
UsSsRe

{mmt)

14.1

US Share of Total
USSR Grain Imports
(%)

63

79
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